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WESTERN MICHIGAN UNIVERSITY
BOARD OF TRUSTE S - SPECIAL MEETING
OCTOBER 7, 20 , CONNABLE BOARD ROOM

A special teleconference meeting of the Western Michigan University Board of
Trustees was held on Tuesday, October 7, with the Board of Trustees approving
the reopened portion of the contract with the WMU Chapter of the American Association of University Professors . The issues dealing with wage and health
care issues were opened in the second year of the three-year contract and
ratified by the AAUP membership on October 1.
Respectfully submitted,
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Secretary
Board of Trustees
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WESTERN MICHIGAN UNIVERSITY BOARD OF TRUSTEES
SPECIAL FORMAL SESSION
TUESDAY, OCTOBER 7, 2003
CONNABLE BOARD ROOM
8:00 a.m.
AGENDA
Teleconference
Trustee Klohs
Trustee Anthony
Trustee As~ritis
Trustee DeNooyer
Trustee Holden
Trustee Martin
Trustee Miller
Trustee Pero
ACT.ION ITEMS
1. Acceptance of the Agenda

2:

Closed Informal Session

Klohs
(ROLL CALL)

3. WMU/AAUP Contract (ROLL CALL)

Klohs
Bailey

Western Michigan University
Board of Trustees
ACCEPTANCE OF THE AGENDA

Agenda Item 1
October 7, 2003

Western Michigan University
Board of Trustees Meeting

Agenda Item 2
October 7, 2003

CLOSED INFORMAL SESSION - ROLL CALL
It is recommended that the Board of Trustees go into a closed informal session
as provided for under Michigan law.
(Audience will move to Room 204 and come back to Board Room following closed session.)
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. Summary of Key Elements of Agreement Between WMU and AAUP a ; a ~
September 30, 2003
~
·
HEALTHCARE
PLANS - For the faculty, there will be 2 plans: a Community Blue PPO and a mpdified
version of our existing indemnity plan (with restructured costs to participants making it
much more expensive but with similar coverage).
COST AVOIDANCE- The projections from the modeling done by our consultant,
Marsh, suggest an approximate annual cost avoidance of$4 million under the new
arrangements. Because the plan changes will not take place until January 1, 2004, the
likely cost avoidance in the first year would be-slightly less than $2 million.
- The cost avoidance estimates are based upon the assumption that these health
care plans would apply to all University employees.
- Major sources of cost avoidance:
- Health care claims will be subject to the BCBS fee schedule rather than at
charges for non-participating providers: $650,000.
- Reduction in Sindecuse prescription drug administration fee: $500,000.
- Change in prescription drug co-pays: $ 1. 1 million.
- The remainder of the savings will come from higher annual deductibles,
higher co-pays, and higher annual out of pocket maximums and, in the
case of the indemnity plan, higher premiums.
TRANSmON - While we are retaining the indemnity plan, the assumption is that the
costs of this plan in comparison to the PPO plan will drive employees to the PPO plan, so
that by the end current contract, the only plan offering will be the PPO.
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RETIREMENT INCENTIVE AND REMOVAL OF RETIREMENT PAYOUT
CURRENT SITUATION - Faculty eligible for retirement receive a payout of$53,000
for a full professor, $43,000 for an associate professor, and $37,500 for an assistant
professor. Estimated cost is $1.5 million per year.

PHASING OUT OF RETIREMENT PAYOUT
- Faculty hired after this academic year will not be eligible for the payout.
- Faculty with less than 20 years of service will receive a base pay adjustment on
July 1, 2004, unless they would become eligible for retirement by January 10,
2009. In the latter case, they could choose between the salary adjustment or
maintaining the retirement payout. The raises are based on years of service with a
maximum of 1.9%. The estimated cost is $424,000.
- Faculty with 20 or more years of service will choose between a 1.9% base salary
increase or continue to be eligible for the current retirement payout.

Phasing out of the retirement payout will result in long range cost avoidance for
Western of approximately $19 million. ·
RETIREMENT INCENTIVE
- They retirement incentive would consist of the current retirement payout plus an
additional one-week of pay for each year of service..
- Our consultants (Towers Perrin) estimate that approximately one-third would
apply for the incentive. The estimated cost of$10.5 million would be paid over a
5 year period.
·
- This cost would be covered by currently budgeted money for retirement payouts
and one-time assessments on Academic Affairs, based on the differences between
the salaries of the retirees and their replacements.
- There will be a window this full. in which faculty can declare their intent to retire.
- No more than 30% of those eligible for the retirement incentive in any college can
be approved, unless Western consents to a higher number.
- The plan includes Westem's flexibility to defer replacement or replace in areas of
greater need, and results in an opportunity to strategically change the composition ·
of the faculty as a whole, .in the best interests of Western.
- WMU's agreement to the Retirement Incentive Window Plan was directly tied in
• the negotiation process to the AAUP's agreement to phase out the supplemental ·
retirement benefit.

SALARY

-

Year I Costs - I% (based on 2% ATB deferred until 1/1/04)
Year 2 Costs- 1.5% (based on 2.75% ATB and .25% Merit, deferred until 1/1/05)

Western Michigan University
Board of Trustees Meeting

Agenda Item 3
October 7, 2003

RATIFICATION OF WMU/AAUP CONTRACT (ROLL CALL)
It is recommended that the Board of Trustees approve the reopened segments of the
three-year contract with the WMU Chapter of the .American Association of University
Professors.
The three-year contract, effective September 6, 2002, was approved by a September 12,
2002 vote of the AAUP and a September 20, 2002 vote of the Board, with the agreement
that the segments dealing with salary, health care and related articles be reopened
before the end of the first year of the contract.
The reopened segments were a·pproved by an October 1, 2003 vote of the AAUP.

VVESTERN MICHIGAN UNIVERSllY
Board of Trustees
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A special teleconference session of the Western Michigan Unive rsity Board of
Trustees will be hel d on Tuesday, October 7, at 8 a . m. in the Connable Board
Room of the Bernhard Center .

Betty A. Kocher
Secretary
Board of Tru stees

10/2/03

Seibert Adm1nistrat1on Building, Kalamazoo Ml 49008-5219
PHO~E: (616) 387 -2360

